The Perfect Balance 


AMISCO 


Amisco Industries Ltd. is a North American leader in the design and 
manufaciure of composite painted tubular and steel sheet residenti 
Founded in 1954, the Company manufactures beds, tables, chairs, stools and 


home office furnishings which are sold through a total of 4,000 outlets in Ca 


mecrinc OF and the United States. Thanks to its innovative product design, broad product 
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=, selection, excellent price/quality value and high-quality service, Amisco records 


AVES 


oy, Québec OVEr 65% Of its sales in the United States. 


HIGHLIGHTS 


QUALITY 


Amisco offers a full range of high-quality furniture 
—a total of over 100,000 different products thanks 
to the combination of some 300 models of beds, 
tables, chairs and stools, with various fabrics 

and colours. 


Quality is of primary concern: every product is 
manufactured and packaged according to proven 
methods. The fact that the Company offers a 
10-year warranty on all its furniture says it all. 


At Amisco, the customer is king... Retailers and 
consumers can contact customer service 
representatives toll-free for any information about 
its products, assembly, transportation 

and warranties. 


Bbc ic 


The many varieties can 
be viewed at the 
Company’s user-friendly 
web site at Amisco.com 


“In a relationship of over 20 years, Amisco has 


provided EURWAY Furniture Superstores an 
imposing variety of bedroom, dining room and 
office furniture in a multitude of materials, 


finishes, colors and fabrics-all with outstanding 


style, quality, and most importanily, reliable 


delivery. Our customers particularly appreciate 


the generous factory warranty, excellent 
customer service, and the unprecedented 
durability of Amisco's products.” 


Greg Greeson 
EURWAY Inc. — 


Fort 


DELWERY 


“Amisco is a reliable supplier. Our furniture 
orders are shipped within a minimum of time, 
sometimes in 10 days. Customers are delighted 
with its short delivery times, combined with the 
quality of its assembly and packaging.” 


Paul Vaillancourt 
M.D. Vaillancourt 


Despite its highly diversified offering, Amisco can 
deliver products within less than 20 working days. 
Beds are now shipped in 5 to 10 working days, due 
to the implementation of a global management 
information system and the reorganization of 
warehousing/shipping areas. Reduced delivery times 
give the Company a definite edge over any overseas 
furniture manufacturers. Such a variety of products, 
coupled with short delivery times, enable retailers to 
provide consumers with excellent service, making 
Amisco a highly appreciated partner. 


—— 


Exceeding retailers’ and consumers’ expectatior 
Amisco’s 400 employees, men and wome 
the loyalty of the Company 


DESIGN 


“Amisco offers our customers an imposing 
variety of furniture, including a multitude of 
colours and fabrics. Its huge selection and the 
outstanding quality of its products make Amisco 
a manufacturer valued by our customers. 

As a supplier, we particularly appreciate its 
warranty and excellent customer service.” 


Phillip Van Leeuwen 
Phillip Van Leeuwen International Furniture 


To grow its business, Amisco must constantly 
innovate by offering distinctive products adapted to 
customers’ changing tastes. In fact, more than 20% 
are replaced every year. The expertise and 
ingenuity of the Canadian and American designers 
who work with the Company yielded major benefits 
in 2002. The new products launched last October in 
High Point, North Carolina (U.S.), the leading 
furniture industry trade show in North America, 
were enthusiastically received and are enjoying 
great success today. The chair on the cover page 
showcases the bold and distinctive character of 
Amisco’s latest products. 


mance 
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To cut delivery times, Amisco must reduce the size 
of its manufacturing batches, also eliminating some 
economies of scale. Flexible manufacturing 
processes, advanced equipment and skilled 
employees favour a value-added offering. The key 
to Amisco’s success lies in providing every 
advantage: high-quality products and services, 
attractive designs and short delivery times, all at 

a competitive price. 


“Amisco is a company that provides Raymour & 
Flanigan with reasonably priced, fashionable 
furniture. They have proven to be an excellent 
partner, delivering a quality product on a timely 
basis and their customer service has been a key 
element in making our relationship a success. 
Amisco has consistently gone the extra mile to 
help us creatively build our business.” 


Dave Hewitt 
Raymour & Flanigan 


essential today. That is the daily objective of 
otivated to optimize the satisfaction and earn 


iousands of customers. 


MESSAGE TO SHAREHOLDERS 


iscal 2002 was eventful in more ways than one: difficult economic conditions and the threat 


of an armed conflict, combined with acts of terrorism, all undermined consumer confidence 


and the demand for durable goods. Cocooning took on a whole new meaning: North 
Americans, to isolate themselves from the uncertainties affecting their lives, sought to make 
their homes a warmer, more comfortable place. What’s more, government authorities cut interest 
rates, fuelling strong housing construction and resale activity. All in all, several factors favoured the 


furniture industry in 2002. 


According to the U.S. Customs Service, Canadian exports of furniture to the United States nonetheless 
held steady in 2002. Amisco’s net U.S. sales rose from $29.6 million in 2001 to $31.3 million in 2002, 
an increase of 5.5%. That performance is remarkable considering our sharp decline in revenues 
following the bankruptcy of a major American customer in 2001. Our Canadian sales grew at the 


same pace, raising total revenues to $47.7 million in 2002, up from $45.1 million a year earlier. 


To grow our sales, we also implemented important merchandising and marketing strategies. First, 
our permanent booth in High Point was expanded by 75%. Then, we updated our product catalogue 
and launched our express delivery of beds. Formerly shipped in 20 working days or less, our beds 


are now shipped in under 10 working days, to the great delight of both retailers and consumers. 


Amisco posted a gross profit of $14.2 million during fiscal 2002, up from $13.7 million in 2001. 
The gross profit margin fell somewhat, from 30.3% in 2001 to 29.8% in 2002. 


Selling expenses as a percentage of sales stood at 12.8% in both 2001 and 2002. Owing to strict 
control and a major reduction in bad debts, administrative expenses fell 14.3%, from $4.9 million in 


2001 to $4.2 million in 2002. 


ee oe Finally, net earnings eed 36.6% to $2.8 million or $0.70 per 
2 share in 2002, compared with $2.1 million or $0.50 per share in 
; — 2001. In light of the Company’s sustained performance, our Board 
; i = of Directors declared an annual dividend of $0.20 per common 
155 Fe So Pah eel eee share, which is equal to last year’s. This dividend represents the 
eas 16th consecutive annual dividend paid to shareholders. 


The Company’s balance sheet remains very solid. Amisco showed a working capital ratio of 2.2 as 
at November 30, 2002. Long-term debt free, the Company had shareholders’ equity of $20.9 million 
or $5.35 per share at the close of its 2002 fiscal year, compared with $20.3 million or $4.92 per share 


as at November 30, 2001. 


SHARE REDEMPTION AND DIVIDEND PAID 
(in million $) 


Considering that the Company redeemed 221,400 common 


shares during fiscal 2002, capital stock at year-end consisted of 


3,918,560 common shares. A total of $2.2 million was devoted 


to dividends and share redemption in 2002, versus $1.2 million 


in 2001. Furthermore, the return on average equity greatly 


improved, rising to 13.7% in 2002 from 10.4% in 2001. 1997 1998 1999 2000-2001 2002 


Peisusine seers, 


Although consumer confidence fluctuates due to unforeseeable events, our products continue to 
benefit from brisk demand, driven especially by a sustained housing market in North America. 


However, economic and geopolitical conditions compel us to remain vigilant and flexible. 


We have in-depth knowledge of our market and build upon our strengths to stand apart from the 
competition and earn customer loyalty. To that end, we will further improve the quality of our products 
and services, launch innovative furniture, and reduce delivery times. In fact, the purchase of 


manufacturing equipment will cut by half the delivery times for our lines of dinette sets, chairs and stools. 


Our primary value-added strategy is still optimizing the use of our plant, which has a capacity of 
some $75 million. We firmly believe that the efforts and investments made in recent years will help 


us achieve this objective. 


Having been at Amisco’s helm for more than three years now, I would like to thank our management 
team which has grown stronger every year. We owe our gratitude to its various members for their 
vigilance, expertise and dedication. This recognition can also be extended to all our employees who 
have demonstrated their confidence in and their commitment to the Company. Last but not least, on 
behalf of the Board of Directors, I would like to thank our shareholders for their trust and their 
support. Every year brings its challenges and Amisco will continue to meet them successfully, as it 
has done for nearly half a century now. We remain focused on our value-added strategy and look 


forward to future growth. 


Réjean Poitras 


Nh 


President and Chief Executive Officer 
February 28, 2003 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
OPERATING RESULTS AND FINANCIAL POSITION 


Operating Results 

For the fiscal year ended November 30, 2002, 
Amisco Industries Ltd. achieved net sales of 
$47.7 million, up 5.6% over the net sales of 
$45.2 million recorded in 2001. Sales grew at the 
same pace in both Canada and the United States. 
Canadian sales totalled $16.4 million in 2002, 
compared with $15.5 million in 2001, while U.S. 
sales rose from $29.6 million in 2001 to 
$31.3 million in 2002. The Company’s performance 
in the United States is remarkable considering the 
sharp decline in sales subsequent to the bankruptcy 
of a major customer in 2001. U.S. sales accounted 
for 66% of the Company’s business volume in both 
2001 and 2002. 


The gross profit rose to $14.2 million in 2002, up 
from $13.7 million in 2001, an increase of 3.8%. The 
gross profit margin fell slightly, from 30.3% in 2001 
to 29.8% in 2002. 


Selling expenses amounted to $6.1 million during 
the fiscal year ended November 30, 2002, compared 
with $5.8 million for the previous fiscal year. Selling 
expenses as a percentage of sales stood at 12.8% in 
both 2002 and 2001. 


Administrative expenses decreased by 14.3%, 
from $4.9 million in 2001 to $4.2 million in 2002. 
This significant decline was due mainly to a 
reduction in bad debts as the Company wrote off a 
US$780,000 debt following the bankruptcy of a 
large American retailer in 2001. As at November 30, 
2002, the risk of bad debts was low because, on the 
one hand, the debts of all major American 
customers were insured by the SEE and, on the 
other, no debt accounted for more than 10% of 
accounts receivable. 


Earnings before interest, income _ taxes, 
depreciation and amortization (EBITDA) rose to 
$6.4 million in 2002, up from $5.4 million in 2001. 
Between 1998 and 2001, the Company invested 
$19 million in the refitting of its plant. As this capital 
expenditure program wound up the previous year, 
depreciation and amortization expenses have 
risen just slightly since, from $2.3 million in 2001 to 
$2.4 million in 2002. 


On account of the increase in sales and the 
decrease in administrative expenses, the net profit 
margin improved to 5.9% in 2002, up from 4.6% in 
2001. At the close of fiscal 2002, Amisco posted net 
earnings of $2.8 million or $0.70 per share ($0.70 
fully diluted), compared with $2.1 million or $0.50 


per share ($0.49 fully diluted) in 2001. As the 
Company redeemed 221,400 common shares in 
2002, the weighted average number of shares 
outstanding fell considerably, to 4,019,031 common 
shares for fiscal 2002, down from 4,160,376 shares 
in 2001. Consequently, net earnings grew by 30.6%, 
while earnings per share jumped 40.0%. 


Principal Cash Flows 

Cash flows from operations amounted to 
$5.0 million for the fiscal year ended November 30, 
2002, compared with $4.2 million a year earlier. The 
cash flows generated in 2002 consisted of net 
earnings of $2.8 million and non-cash items of 
$2.2 million. Working capital items provided cash 
flows of $3.5 million, up from $1.4 million in 2001. 
As a result, cash flows from operating activities 
totalled $8.5 million in 2002, compared with 
$5.6 million in 2001. 


As the plant overhaul and expansion were 
completed in 2001, Amisco proceeded to make 
investments in the normal course of business in 
2002. The Company invested $1.2 million in fixed 
assets, in part to purchase machinery and 
manufacturing equipment. It also made a_ short- 
term investment of $3.8 million. All in all, investing 
activities used cash flows of $5.0 million in 2002, 
compared with $3.4 million during the previous 
fiscal year. 


As for financing activities, Amisco redeemed 
221,400 common shares for a total cash 
consideration of $1.4 million. It should be noted 
that, between September 12, 2001, and 
September 11, 2002, the Company was authorized 
to purchase up to 207,248 common. shares, 
representing 5% of the 4,144,960 shares issued and 
outstanding as at September 5, 2001. The 
Company has obtained a new authorization, 
allowing it this time to redeem 197,028 common 
shares over a 12-month period beginning 
September 12, 2002. In addition, Amisco paid a 
dividend of $785,672 or $0.20 per share in 2002, 
compared with $823,992 or $0.20 per share in 
2001. Combining the dividend paid and the share 
redemption, the Company’s return on shareholder 
investment totalled $2.2 million in 2002, up from 
$1.2 million a year earlier. 


The various cash inflows and outlays during fiscal 
2002 closed with a net increase in cash of 
$1.3 million. 


During the 2003 fiscal year, Amisco plans to acquire 
manufacturing equipment to improve its 
productivity and further reduce its delivery times. 
The cash resources required for that purpose will 
come from its working capital. 


Financial Position 
Assets 


As at November 30, 2002, current assets totalled 
$14.6 million, compared with $11.1 million a year 
earlier. At the close of fiscal 2002, Amisco had 
$930,612 in cash and a temporary investment with 
a market value of $3.8 million. Accounts receivable 
and inventories declined, despite the sales growth 
recorded in 2002. As a result of tight collection 
management, accounts receivable totalled 
$5.9 million at the close of fiscal 2002, down from 
$6.7 million at the end of the previous year. Due to 
a reduction in manufacturing batches and delivery 
times, inventories amounted to just $3.7 million as 
at November 30, 2002, down from $4.2 million as at 
November 30, 2001. 


The net value of fixed assets totalled $15.0 million 
as at November 30, 2002, compared with 
$16.0 million at the same date in 2001. This slight 
decline was due mainly to the purchase and 
payment of a deposit for machinery and equipment 
worth $1.4 million and the recognition of 
depreciation of $2.4 million. At the end of fiscal 
2002, total assets amounted to $29.6 million, up 
from $27.2 million as at November 30, 2001. 


Liabilities 

Liabilities totalled $8.6 million as at November 30, 
2002, compared with $6.9 million a year earlier. 
Accounts payable and accrued liabilities amounted 
to $5.5 million, versus $4.4 million as at 
November 30, 2001. The Company also had income 
taxes payable of $1.0 million, bringing current 
liabilities to $6.6 million, up from $4.8 million as at 
November 30, 2001. Amisco was long-term debt 
free at the close of both fiscal 2002 and 2001. 


Capital Stock 

On account of the net earnings of $2.8 million, the 
premium of $1.1 million paid as part of the 
purchase of common shares, and the dividends 
paid of $785,672, retained earnings increased by 
$918,809 in 2002. At the close of fiscal 2002, 
shareholders’ equity totalled $20.9 million, 
corresponding to a book value of $5.35 per share, 
compared with $20.3 million or $4.92 per share at 
the end of the previous year. Considering the 
redemption of 221,400 common shares during fiscal 
2002, the number of shares outstanding as at 
November 30, 2002 stood at 3,918,560. 


Dividends , 
Amisco’s Board of Directors declared an annual 
dividend of $0.20 per common share which was 
paid on November 8, 2002, to shareholders of 
record of the Company as at October 25, 2002. This 
dividend, the same as last year’s, represent the 16th 
consecutive annual dividend paid to the Company’s 
shareholders. 


Risks and Uncertainties 

The uncertain economic context and the threat of 
an armed conflict could have a negative impact on 
consumer confidence and the demand for durable 
goods. 


Competition in the North American furniture 
industry is fierce, fuelled notably from increasing 
imports from China. 


The Company records over 65% of its sales in the 
United States. To hedge against exchange rate 
fluctuations between the Canadian and the US. 
dollars, Amisco enters into forward exchange 
contracts. As at November 30, 2002, the Company 
had entered into forward exchange contracts 
expiring on various dates until November 2005 and 
totalling US$45.2 million at a weighted average rate 
of $1.5206. 


Outlook 

Residential construction and home resales continue 
to boom in North America. In spite of uncertain 
economic and geopolitical conditions, management 
is confident that the efforts and investments made 
in recent years will foster the growth of the 
Company’s business volume. 


MANAGEMENT’S REPORT 
AUDITORS’ REPORT 


MANAGEMENT’S REPORT 
To the Shareholders of Amisco Industries Ltd. 


The financial statements of Amisco Industries Ltd. and financial information contained in this annual 
report are the responsibility of management. These financial statements were prepared in accordance 
with generally accepted accounting principles in Canada and consistent with the activities of the 
Company. 


The Company maintains accounting and administrative control systems which, in the opinion of 
management, ensure reasonable accuracy, relevance and reliability of financial information, as well as, 
efficient management of the Company’s affairs. 


The Board of Directors supervises the financial statements and other financial information through its 
Audit Committee, which is comprised mostly of outside directors. This Committee which meets 
periodically with members of management as well as with external auditors, reviewed the financials 
statements of Amisco Industries Ltd. and recommended their approval to the Board of Directors. 


The Company’s external auditors, Raymond, Chabot, Grant, Thornton, chartered accountants, have 
audited the Company’s financial statements and their report indicating the scope of their audit and their 
opinion on these financial statements is presented below. 


Aad. Jub 


Claude Poitras 

Vice-President, Finance and Administration 
LIslet 

December 20, 2002 


AUDITORS’ REPORT 
To the Shareholders of Amisco Industries Ltd. 


We have audited the balance sheets of Amisco Industries Ltd. as at November 30, 2002 and 2001 and the 
statements of earnings, retained earnings and cash flows for the years then ended. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. é 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position 
of the Company as at November 30, 2002 and 2001 and the results of its operations and its cash flows 
for the years then ended in accordance with Canadian generally accepted accounting principles. 


Hep CRG iad, Thebs 


General Partnership 
Chartered Accountants 
Montmagny 
December 20, 2002 


EARNINGS 


Years ended November 30, 2002 and 2001 


Gross sales 
Net sales 


Cost of sales 
Gross profit 


Selling expenses 
Administrative expenses 
Interest and bank charges 


Other revenue and expenses 


Earnings before income taxes 
Income taxes (note 5) 

Current 

Future 


Net earnings 
Net earnings per share (note 6) 


Basic 
Diluted 


Weighted average number of common shares outstanding 


The accompanying notes are an integral part of the financial statements. 


RETAINED EARNINGS 


Years ended November 30, 2002 and 2001 


Balance, beginning of year 
Net earnings 


Common share redemption premium 


Dividends 


Balance, end of year. 


The accompanying notes are an integral part of the financial statements. 


2002 2001 
$ 
51,087,880 47,502,397 
47,659 057 45,150,294 
33,452,136 31,469,265 
14,206,921 ___—-13,681,029 _ 
6,079,284 5,788,293 
4,237,696 4 944,947 
40,277 170,241 
10,357,257 10,903,481 
208,962 272,691 
10,148,295 10,630,790 
4,058,626 3,050,239. 
1,355,774 1,000,668 
(109,774) (10,701) 
1,246,000 989,967 
2,812,626 2,060,272 
0.70 0.50 
0.70 0.49 
4,019,031 4,160,376 
2002 2001 
$ $ 
14,792,970 13,857,709 
2,812,626 2,060,272 
17,605,596 ___15,917,981__ 
1,108,145 301,019 
785,672 823,992 
1,893,817 1,125,011 
15,711,779 14,792,970 


Years ended November 30, 2002 and 2001 


OPERATING ACTIVITIES 


Net earnings 
Non-cash items 
Depreciation 


Amortization of deferred government assistance 


Future income taxes 


Changes in working capital items 
Cash flows from operating activities 


INVESTING ACTIVITIES 


Temporary investment 

Fixed assets 

Deposit on acquisition of fixed assets 
Accounts payable on fixed assets 
Government assistance 

Costs related to government assistance 
Cash flows from investing activities 


FINANCING ACTIVITIES 


Bank loan 

Issue of shares 

Redemption of shares 

Dividends paid 

Cash flows from financing activities 

Net increase (decrease) in cash 
and cash equivalents 


Cash (bank overdraft), beginning of year 


Cash (bank overdraft), end of year 


The accompanying notes are an integral part of the financial statements. 


CASH FLOWS 


2002 2001 

$ $ 

2,812,626 2,060,272 

2,427,100 2,341,912 
(154,800) (154,800) 
(109,774) (10,701) 

4,975,152 4,236,683 

3,482,546 1,351,362 

8,457,698 Ga 5,988,045 _ 
(3,750,000) 
(1,237,966) Ce575),155) 
(113,500) 

(1,004,187) 

88,000 200,000 
(1,760) 

(5,013,466) __G,381,100)_ 
(50,000) (1,329.875) 
70,000 

(1,400,393) (414,803) 
(785,672) ($23,992) 
(2,166,065) (2,568,670) 
1,278,167 (361,725) 

@G47,555) 14,170 
930,612 (347,555) 


BALANCE SHEETS 


November 30, 2002 and 2001 


ASSETS 


Current assets 
Cash 
Temporary investment, at cost equivalent to market value 
Accounts receivable (note 8) 
Income taxes receivable 
Inventories (note 9) 
Prepaid expenses 


Future income taxes 


Fixed assets (note 10) 


LIABILITIES 


Current liabilities 
Bank overdraft 
Bank loan (note 11) 
Accounts payable and accrued liabilities 
Income taxes payable 


Deferred government assistance (note 12) 


Future income taxes 


SHAREHOLDERS’ EQUITY 


Capital stock (note 13) 


Retained earnings 


The accompanying notes are an integral part of the financial statements. 


On behalf of the Board, 


Mee clea (97a 


Martin Poitras 
Director 


2002 


930,612 
3,750,000 
5,891,009 


3,707,969 
180,549 
139,610 

14,599,749 
14,950,607 
29,550,356 


5,540,661 
1,043,360 
6,584,021 

955,546 
1,063,271 


5,25557 39 
15,711,779 
20,947,518 
29,550,356 


Réjean Poitras 
Director 


8,602,838 


2001 


6,708,953 
25,174 
4,207,058 
187,307 


11,129,092 
16,026,241 
2199999 


347,555 
50,000 
4,363,040 


4,760,595 

1,110,346 

1,033,435 
6,904,370. 


5,457,987 
14,792,970 
20,250,957 
275159,399 


NOTES TO FINANCIAL STATEMENTS 


November 30, 2002 and 2001 


1 - GOVERNING STATUTES AND NATURE OF OPERATIONS 
The Company, incorporated under Part 1A of the Companies Act (Québec), manufactures tubular home 
furniture. 


2 - CHANGE IN ACCOUNTING POLICY 

During the year, the Company retroactively applied the new recommendations of the Canadian Institute 
of Chartered Accountants regarding the calculation and presentation of earnings per share information. 
According to the new recommendations, the treasury stock method should be used instead of the imputed 
earnings approach to determine the dilutive effect of warrants and options for the purpose of calculating 
diluted earnings per share. The adoption of these new recommendations has not had a significant impact 
on the calculation of diluted earnings per share. 


3 - ACCOUNTING POLICIES 

Accounting estimates 

The preparation of financial statements in accordance with Canadian generally accepted accounting 
principles requires management to make estimates and assumptions that affect the amounts recorded in 
the financial statements and notes to financial statements. These estimates are based on management’s best 
knowledge of current events and actions that the Company may undertake in the future. Actual results 
may differ from those estimates. 


Revenue recognition 

Revenue is primarily recognized upon shipment of products. This revenue includes amounts billed to 
customers for shipping. Provision is made at the time revenue is recognized for estimated product returns 
and warranties, as well as other incentives that may be offered to customers. Other incentives offered to 
customers include cash discounts, volume discounts and advertising agreements. Cash discounts are 
recorded as a reduction of revenues when the revenue is recognized. Volume discounts are recorded at 
the time of sale as a reduction of revenue. Our advertising agreements, which give customers advertising 
allowances based on revenues, are recorded when the revenue is recognized as a reduction to revenue. 


Cash and cash equivalents 
The Company’s policy is to present cash (the bank overdraft) and temporary investments having a term of 
three months or less from the acquisition date with cash and cash equivalents. 


Inventory valuation 
Finished goods and goods in process are valued at the lower of cost and net realizable value. Cost is 
determined by the average cost method. 


Raw materials are valued at the lower of cost and replacement cost. Cost is determined by the first in, first 
out method. 

Depreciation 

Fixed assets are depreciated over their estimated useful lives according to the following methods and 
annual rates: 


Methods Rates 
Building Diminishing balance 5% 
Landscaping Diminishing balance 8% 
Machinery and equipment Diminishing balance 15% 
Furniture and fixtures Straight-line 10% 
Automotive equipment and data processing equipment Straight-line 20% 
Dies and designs Straight-line 33.33% 


Government assistance 

Government assistance for acquiring fixed assets is recorded as deferred government assistance and is 
amortized on the same basis and according to the same rates as the related fixed assets. Government 
assistance for current expenses is recorded as a reduction of the related expenditures. 


Investment and research tax credits 

The investment tax credits relating to fixed assets are deducted from the cost of the corresponding 
fixed assets. 

The research tax credits are applied against expenses. 


Income taxes 

The Company uses the tax liability method of accounting for income taxes. Under this method, future tax 
assets and liabilities are determined according to differences between their respective carrying amounts 
and tax bases. They are measured by applying enacted or substantively enacted tax rates and laws at the 
date of the financial statements for the years in which the temporary differences are expected to reverse. 


NOTES TO FINANCIAL STATEMENTS 


November 30, 2002 and 2001 


3 - ACCOUNTING POLICIES (Continued) 


Foreign currency translation 
Accounts in foreign currencies are translated into Canadian dollars under the temporal method as follows: 


- Monetary assets and liabilities are translated at the exchange rate in effect at the balance sheet date. 
Gains or losses on these items are charged to earnings; 


- Revenue and expense items are translated at the average rate in effect during the year. 


Short-term financial instruments 

Cash, temporary investment, accounts receivable, the bank loan, the bank overdraft and accounts payable 
and accrued liabilities are financial instruments whose fair value approximates their carrying amount given 
that they will mature shortly. 


Forward exchange contracts 

The Company uses forward exchange contracts to protect future foreign currency sales revenue against 
changes in exchange rates. These instruments are not recognized in the financial statements on inception. 
Gains and losses on such contracts are recognized in earnings at the same time as the future foreign 
currency sales revenue which is protected by the contracts in question. 


Stock option plan 

The Company offers a stock option plan to certain directors, officers and employees. No expense relating 
to the stock-based compensation is recognized when stock options are issued under the plan. 
Any consideration received on the exercise of stock options is credited to share capital. 


4 - INFORMATION INCLUDED IN THE STATEMENT OF EARNINGS 


2002 2001 
S $ 
Depreciation 2,427,100 2,341,912 


5 - INCOME TAXES 

a) Provision 

The Company’s effective income tax rate differs from the combined federal and provincial income tax rate 
in Canada. The difference arises from the following items: 


2002 2001 

% % 

Combined federal and provincial tax rate in Canada 38.12 38.12 
Manufacturing and processing profits deduction (6.80) (6.80) 
Permanent differences and other (0.62) 1.14 
Company’s effective tax rate 30.70 32.46 


b) Future income tax assets and liabilities 
Future taxes reflect the net impact of timing differences between the value of assets and liabilities for 
accounting and tax purposes. The main components of the Company’s future income tax assets and 
liabilities were as follows: 
2002 2001 
$ 
Future income tax assets 
Provisions deductible for tax purposes upon disbursement only 139,610 
Future tax liabilities 
Book value in excess of tax basis 
Fixed assets 1,063,271 1,033,435 


NOTES TO FINANCIAL STATEMENTS 


November 30, 2002 and 2001 


6 - EARNINGS PER SHARE 
The following table presents a reconciliation between basic and diluted earnings per share: 


2002 2001 
$ 
Basic 
Net earnings 2,812,626 2,060,272 
Weighted average number of common shares outstanding 4,019,031 4,160,376 
Basic earnings per share 0.70 $ 0.50 $ 
Diluted 
Net earnings 2,812,626 2,060,272 
Weighted average number of common shares outstanding 4,019,031 4,160,376 


Dilutive effect of stock options 8,509 5,905 
Weighted average number of diluted common shares outstanding 4,027,540 4,166,281 
Diluted earnings per share 0.70 S 0.49 $ 
Options for the acquisition of 194,000 and 202,000 common shares were outstanding as at November 30, 
2002 and 2001, repectively. However, these options were not taken into account in calculating diluted 


earnings per share since the exercise price of the options was greater than the average market price of the 
common shares. 


7 - INFORMATION INCLUDED IN THE STATEMENT OF CASH FLOWS 
Cash flows relating to interest and income taxes on operating activities are detailed as follows: 


2002 2001 
$ 
Interest paid 17,599 146,200 
Income taxes paid 287,240 1,688,939 
8 - ACCOUNTS RECEIVABLE 
2002 2001 
$ 
Trade accounts “ 
Canada 2,201,681 2,721,862 
United States 3,376,723 3,628,272 
Grant receivable 88,000 
Other 312,605 270,819 
5,891,009 6,708,953 
® One of the clients represents 9.5% (11% in 2001) of the total accounts receivable. 
9 - INVENTORIES 
2002 2001 
$ 
Finished goods 1,278,088 1,795,554 
Goods in process 958,389 794,912 
Raw materials 1,471,492 1,617,192 
3,707,969 4 207,658 
10 - FIXED ASSETS 
2002 
Accumulated 
Cost depreciation Net 
$ $ $ 
Land 49,236 49,236 
Building 9,972,945 2,420,576 7,552,369 
Landscaping 895,527 202,139 693,388 
Machinery and equipment 8,359,298 4,630,818 3,728,480 
Furniture and fixtures 146,561 49,700 96,861 
Automotive equipment 572,036 226,221 345,815 
Dies and designs 1,171,500 564,814 606,686 
Data processing equipment 4,233,251 2,468,979 1,764,272 
Deposit on the acquisition of fixed assets 113,500 113,500 
25,513,854 10,563,247 14,950,607 


NOTES TO FINANCIAL STATEMENTS 


November 30, 2002 and 2001 


10 - FIXED ASSETS (Continued) 


2001 

Accumulated 
Cost depreciation Net 
$ $ $ 
Land 49,236 49,236 
Building 9,972,945 2,022,176 7,950,769 
Landscaping 895,527 142,439 753,088 
Machinery and equipment 7,755,437 4,029,819 3,725,618 
Furniture and fixtures 148,700 36,839 111,861 
Automotive equipment 836,754 507,321 329,433 
Dies and designs 1,349,552 715,145 634,407 
Data processing equipment 4,203,059 1,731,830 2,471,829 
25,211,810 9,185,569 16,026,241 


11 - BANK LOAN 

The bank loan is secured by an assignment of book debts and inventories. The loan, for which the 
maximum authorized amount is $4,000,000, bears interest at the prime rate and is renegotiable on 
March 31, 2003. As at November 30, 2002, the rate is 4.25% (4.00 % in 2001). 


12 - DEFERRED GOVERNMENT ASSISTANCE 


2002 2001 

$ 

Balance, beginning of year 1,110,346 1,178,906 
Plant expansion grant 88,000 
Related costs (1,760) 
Amortization for the year (154,800) (154,800) 
Balance, end of year 955,546 1,110,346 


Since 1999, the Company has obtained a $1,024,000 contribution relating to investments in fixed assets 
from Investissement Québec. 


This contribution could be redeemable in part if the Company does not keep these jobs during a five-year 
period starting from the day the jobs related to this contribution were created. 


13 - CAPITAL STOCK 
Authorized 
Unlimited number of voting and participating common shares without par value 


Unlimited number of first and second preferred shares without par value, non-voting, non-participating, 
issuable in series, the number, designation and rights of each series to be determined by the directors, 
ranking within their own category and also between themselves with regard to the payment of dividends 
and the repayment of capital upon dissolution or liquidation of the Company, or the distribution of all or 
part of the assets among shareholders 

2002 2001 


$ 
Issued and fully paid 
3,918,560 common shares (4,119,960 common shares in 2001) 5,235,739 5,457,987 


During the year, the Company issued 20,000 common shares for a $70,000 cash consideration. 
In addition, the Company received new authorization to redeem, in the normal course of operations, 
a maximum of 197,028 common shares representing 5.0% of the 3,940,500 common shares outstanding 
when the authorization was received. The price to be paid by the Company for these shares will be 
equal to the market price of the shares at the time of purchase, without exceeding $8.50 per share. 
The shares will be redeemed over a maximum of 12 months and the redemption will be completed no 
later than September 11, 2003. During the year, a total of 221,400 (86,200 in 2001) shares were redeemed 
for a total cash consideration of $1,400,393 ($414,803 in 2001) including a $1,108,145 ($301,019 in 2001) 
redemption premium. 


NOTES TO FINANCIAL STATEMENTS 


November 30, 2002 and 2001 


14 - COMMITMENT 

The Company has entered into a long-term lease agreement expiring in 2006 which calls for lease 
payments of $714,794 for the rental of commercial space. Minimum lease payments for the next years are 
$182,501 in 2003, 2004, 2005 and $167,291 in 2006. 


15 - FORWARD EXCHANGE CONTRACTS 

The Company has entered into forward exchange contracts with a Canadian chartered bank under which 
it is required to sell specified amounts of foreign currencies in the future at predetermined exchange rates. 
The contracts protect the Company against loss from exchange rate fluctuations on anticipated future cash 
flows in foreign currencies. The contracts expire on various dates until November 2005 and total 
US$45.2 million at a weighted average rate of 1.5206 as at November 30, 2002 (US$50.4 million at a 
weighted average rate of 1.4935 as at November 30, 2001). 


The fair value of these forward exchange contracts, as established by the Company’s bank, represents a 
negative amount of $2.86 million as at November 30, 2002 (negative amount of $4.06 million in 2001), 
which is the loss which the Company would have incurred had it redeemed these contracts on that date. 


16 - STOCK OPTIONS 

The Company has a stock option plan for some of its officers and executives. The maximum number of 
common shares for which an option can be exercised under the Plan cannot exceed 427,156 common 
shares and the exercise price for the purchase options is equivalent to the market price during the session 
immediately preceding the date on which the option is granted. The options are non-transferrable and 
expire no later than ten years after being granted. These options can be exercised as follows: one-third 
(1/3) as of their first anniversary, two-thirds (2/3) as of the second anniversary and in full as of their third 
anniversary. 


2002 2001 

Weighted Weighted 

average average 

Number of exercise Number of exercise 

options price options price 

$ $ 

Outstanding, beginning of year 222,000 7.75 241,000 7.50 

Granted : 69,000 5.42 6,000 5.60 

Exercised (20,000) 3.50 

Cancelled (8,000) (25,000) 

Outstanding, end of year 263,000 7.20 222,000 1D) 


Information regarding outstanding stock options as at November 30, 2002 is summarized as follows: 


Weighted 
average Weighted Number Weighted 
remaining average of average 
Range of exercise Number contractual exercise exercisable exercise 
price outstanding life price options price 
$5.35 to $8.00 263,000 3.24 7.20 130,667 7.81 
263,000 130,667 


17 - GEOGRAPHIC BREAKDOWN OF SALES 
The geographic breakdown of the Company’s sales is as follows: 


2002 2001 

$ 

Canada 16,378,792 15,505,817 
United States 31,280,265 29,644,477 
47,659,057 45,150,294 


18 - COMPARATIVE FIGURES 
Certain comparative figures have been reclassified to conform with the presentation adopted in the current 
year. 


19 - SUBSEQUENT EVENT 
Subsequent to year end, the Company redeemed 63,200 issued and fully paid shares of its capital stock 
for a total cash consideration of $391,520 including a $306,832 redemption premium. 
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Réjean Poitras 
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